§201.25

co-maker or co-signer from any liabil-
ity under a note or from any lien secur-
ing a loan insured under this part with-
out the prior approval of the Secretary.

[60 FR 43523, Oct. 25, 1985, as amended at 51
FR 32060, Sept. 9, 1986; 54 FR 36265, Aug. 31,
1989; 61 FR 19798, May 2, 1996; 66 FR 56419,
Nov. 7, 2001]

§201.25 Charges to borrower to obtain
loan.

(a) Fees and charges that may be fi-
nanced in a property improvement loan.
The Secretary will establish a list of
fees and charges that may be included
in a property improvement loan. Such
fees and charges shall have been in-
curred in connection with the origina-
tion of the loan, and their inclusion
shall not increase the total principal
obligation beyond the maximum loan
amounts in §201.10.

(b) Fees and charges that may be fi-
nanced in a manufactured home loan.
The Secretary will establish a list of
fees and charges that may be included
in a manufactured home loan. Such
fees and charges shall have been in-
curred in connection with the origina-
tion of the loan, and their inclusion
shall not increase the total principal
obligation beyond the maximum loan
amounts in §201.10.

(c) Fees and charges that may not be fi-
nanced. The Secretary will establish a
list of fees and charges incurred by the
lender that may be collected from the
borrower in the initial payment, but
may not be included in the Iloan
amount or otherwise financed or ad-
vanced by the dealer, the manufac-
turer, or any other party to the loan
transaction.

(d) Fees and charges that may not be
paid. Neither the lender nor the bor-
rower may pay a referral fee to any
dealer, home manufacturer, contractor,
supplier, real estate broker, loan
broker, or any other party in connec-
tion with the origination of a loan in-
sured under this part.

[61 FR 19798, May 2, 1996]
§201.26 Conditions for loan disburse-
ment.

(a) Property improvement loans. The
lender shall comply with the following
applicable requirements before dis-
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bursing the proceeds of a property im-
provement loan.

(1) The lender shall ensure that the
following conditions are met:

(i) The borrower is eligible for a prop-
erty improvement loan in accordance
with §201.20(a) (1) or (2); and

(ii) The interest of the borrower in
the property is wvalid, through such
title or other evidence as are generally
acceptable to prudent lending institu-
tions and leading attorneys in the com-
munity in which the property is situ-
ated.

(2) The proposed use of the loan pro-
ceeds shall be documented in accord-
ance with the requirements of
§201.20(b)(1).

(3) Where the proceeds are to be used
for an historic preservation loan, the
lender shall ensure that the proposed
improvements have been approved by
the State Historic Preservation Officer
in accordance with §201.20(c).

(4) Where the proceeds are to be used
for a fire safety equipment loan, the
lender shall ensure that the proposed
improvements have been approved by
the State or local agency having juris-
diction over the fire safety require-
ments of health care facilities in ac-
cordance with §201.20(c).

(5) In the case of a dealer loan, the
lender shall obtain a completion cer-
tificate, on a HUD-approved form and
signed by the borrower and the dealer
under applicable criminal and civil
penalties for fraud and misrepresenta-
tion, certifying that

(i) the improvements are eligible and
have been completed in general accord-
ance with the contract or cost estimate
furnished to the lender, and

(ii) The borrower has not obtained
the benefit of and will not receive any
cash payment, rebate, cash bonus, sales
commission, or anything of more than
nominal value from the dealer as an in-
ducement for the consummation of the
transaction.

(6) In the case of a dealer loan made
on or after December 7, 2001, the lender
may disburse the loan proceeds solely
to the borrower, or jointly to the bor-
rower and the dealer or other parties to
the transaction.
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